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so  full  of  their  schemes,  never  became  rich.  Some¬ 
how  their  plans  always  seemed  to  have  weak  points. 
The  young  man  a  thousand  times  wished  that  his 
friends  had  never  known  that  he  had  even  a  penny. 

Don’t  Talk  About  Your  Money 

The  first  great  rule  for  investment  is ;  don’t  talk 
about  your  money.  Don’t  advertise  that  you  have 
money. 

You  know  what  happens  to  the  proverbial  farmer 
who  comes  to  the  city  and  exhibits  his  pocket-book. 

The  same  thing  is  likely  to  happen  to  you  if  you 
advertise  to  anybody,  anywhere,  at  any  time,  outside 
of  the  few  times  when  you  actually  transact  busi¬ 
ness, — that  you  have  money. 

Learn  to  keep  still  about  your  financial  affairs. 

Don’t  Let  Investments  Seek  You 

As  a  general  plan,  avoid  investing  your  money  in 
investments  that  hunt  for  you.  The  investment  that 
you  wish,  the  investment  where  your  money  will  be 
safe,  is  the  investment  that  wise  people  hunt  for, — 
not  an  investment  that  hunts  for  buyers. 

If  you  have  comparatively  little  money,  and  some¬ 
one  besets  you  eagerly  to  invest  in  some  project,  you 
will  do  well  to  avoid  that  project.  The  chances  are 
that  the  investment  is  poor. 

Any  investment  that  makes  an  open  endeavor  to  at¬ 
tract  widows,  preachers,  teachers,  or  people  of  small 
means,  is  proverbially  a  bad  investment. 


Book  Five 


Page  Three 


When  the  agent  says  to  you,  “My  mother  is  in¬ 
vesting  all  her  money  in  this/’  or  “This  investment  is 
intended  especially  for  teachers,”  make  up  your  mind 
that  you  do  not  want  that  kind  of  investment.  Let 
the  agent’s  mother  have  it  all. 

An  investment  is  like  a  trout.  The  harder  it  is  to 
get,  the  more  valuable  it  is.  Those  are  poor  fish  that 
you  can  catch  in  any  stream. 

Invest  your  money  in  investments  that  are  so  thor- 
oly  sound  that  they  are  not  obliged  to  advertise,  and 
certainly  do  not  seek  small  investors. 

Liberty  Bonds  and  Postal  Savings  Bonds  seem  ex¬ 
ceptions — but  remember  that  Liberty  Bonds  were  in¬ 
tended,  in  part,  to  stimulate  patriotism  and  Postal 
Savings  Bonds  to  encourage  thrift. 

Do  Not  Invest  with  the  Hope  of  Obtaining  a  High 
Rate  of  Interest 

The  higher  you  climb  on  a  precipice  the  more  dan¬ 
gerous  your  position  becomes.  So  it  is  with  in¬ 
terest.  The  higher  the  interest  you  gain,  the  more 
likely  you  are  to  lose  your  money. 

People  with  small  means  almost  always  insist  that 
they  must  have  a  high  rate  of  interest  and  that  “Safe” 
investments  pay  too  little.  Four  per  cent,  seems  to 
them  “Quite  Ridiculous”;  5%  is  “Such  a  low  rate  of 
interest” ;  6%  is  “The  least  possible” ;  and  they  simply 
must  have  7%,  8%  and  even  10%  and  12%. 

The  result  is  that  such  people  lost  their  money  quick- 
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ly.  Think  of  the  financial  experiences  of  some  of 
your  own  immediate  friends  of  small  means,  and  you  _ 
will  see  how  true  this  is. 

The  lower  the  rate  of  interest,  the  safer  your  money 
is  likely  to  be. 

A  Government  Bond  pays  a  small  rate  of  interest,  but 
it  is  absolutely  safe.  Savings  banks,  the  Postal  Sav¬ 
ings  System,  and  other  good  means  of  investing 
money  pay  low  rates  of  interest,  but  they  are  all 
quite  safe. 

Make  up  your  mind  to  consider  the  safety  of  your 
principal,  first,  and  the  amount  of  interest  that  you 
will  receive,  second. 

If  you  have  small  means,  you  know  it  is  hard  to 
save  even  such  a  sum  as  $500.  Why  then,  should 
you  be  attracted  by  a  7%  interest  rate  that  will  make  it 
possible  for  you  to  lose  your  principal. 

Whenever  you  make  an  investment  put  your  whole 
thought  on  the  idea  of  saving  your  principal.  De¬ 
termine  to  be  satisfied  with  4%,  5%  or  Sl/2%.  When 
an  interest  rate  goes  beyond  5*4%,  it  is  likely  to  lead 
you  into  difficulties. 

It  is  far  better  to  save  your  principal  than  it  is  to 
be  able  to  say  to  your  friends,  “I  am  getting  7%  on 
my  money/" 

The  writer  knows  a  widow  who  was  accustomed  to 
say,  “Oh,  you  know  I  have  so  little  money  that  I 
simply  can’t  get  along  with  five  or  six  per  cent,  in¬ 
terest, — I  must  get  much  more,  you  know.”  And  she 
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did  get  much  more.  She  got  experience  and  a  lot 
of  worthless  paper.  She  invested  in  some  highly 
promising  land  operations,  in  a  series  of  chain  stores 
conducted  in  a  most  original  manner.  She  did  gain 
her  eight  and  ten  per  cent,  interest,  but  not  for  more 
than  two  years.  After  that  she  found  that  she  could 
not  even  obtain  her  principal. 

Do  Not  Buy  Investments  Unless  You  Understand 
Them 

Every  day  companies  are  formed  to  promote  “wild¬ 
cat”  schemes. 

Eager  solicitors  approach  you,  and  show  you  elabo¬ 
rate  statements,  printed  most  attractively,  and  talk 
knowingly  to  you  about  directors  and  officers,  the 
amount  of  stock  or  bonds  to  be  issued,  and  the  na¬ 
ture  of  the  undertaking ;  and  they  show  you — on  paper 
— how  impossible  it  is  for  that  company  to  meet  with 
reverses.  According  to  what  they  say,  and  what 
their  printed  matter  says,  they  have  vast  wealth  just 
at  hand. 

In  ninety-nine  cases  out  of  one  hundred  you  only 
half  understand.  The  names  are  mostly  mere  names 
to  you ;  the  figures  are  largely  meaningless ;  you  are 
absolutely  unable  to  tell  whether  the  prophecy  con¬ 
cerning  the  future  earnings  of  the  company  is  a  rea¬ 
sonable  prophecy  or  not.  You  cannot  even  verify  the 
statements. 
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Do  not  invest  until  you  understand  the  whole  situ¬ 
ation. 

If  you  insist  on  investing  in  any  investment  that 
seeks  you, — and  if  you  are  a  person  of  small  means — , 
you  are  exceedingly  foolish  to  be  interested  in  any 
investment  that  is  brought  to  your  door. 

1.  Take  all  the  papers,  and  all  the  information 
that  you  can  gather. 

2.  Go  to  the  nearest  bank. 

3.  Ask  for  the  opinion  of  the  bank  with  regard 
to  that  particular  investment. 

4.  Ask  the  officers  of  the  bank  if  they  will  invest 
the  bank  bonds  in  that  particular  investment. 

5.  Ask  the  officers  of  the  bank  if  they  recommend 
that  particular  investment  as  one  good  for  a 
guardian  or  a  trustee. 

In  ninety-nine  cases  out  of  one  hundred,  the  an¬ 
swers  to  your  questions  will  keep  you  from  investing 
in  unwise  investments,  and  will  save  you  money. 

Invest  in  Investments  that  Are  Legal  for  Savings 
Banks  and  Trust  Funds 

According  to  the  laws  of  different  States,  certain 
investments  are  legal  for  savings  banks  and  for  trust 
funds.  People  who  are  guardians,  or  trustees,  are 
permitted  by  a  State  to  invest  in  certain  kinds  of  in¬ 
vestments  only,  and  are  positively  forbidden  to  invest 
in  any  other  kinds. 

If  you  are  not  well  informed  in  financial  matters; 
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if  you  have  small  means ;  if  you  wish  to  keep  what 
money  you  have,  and  to  earn  a  fair  rate  of  interest 
on  it  with  safety,  find  out,  from  the  nearest  savings 
bank,  or  from  any  other  bank,  just  what  kinds  of 
investments  are  legal  for  savings  banks  and  for  trust 
funds. 

Invest  your  own  money  in  the  safest  and  best  of 
such  investments. 

By  doing  this  you  place  yourself  on  a  footing  of 
equality  with  savings  banks,  with  trustees  and  with 
guardians,  and  show  that  you  act  in  your  own  financial 
affairs  just  as  the  State  in  which  you  live  would  have 
you  act  if  you  were  using  someone  else's  money 
instead  of  your  own. 

If  you  do  this  you  will  save  your  own  money, 
gain  a  good  rate  of  interest,  and  be  set  free  from 
worry. 

Buy  Treasury  Savings  Certificates 

The  United  States  Government  issues  Treasury 
Certificates  in  denominations  of  $100  and  of  $1,000. 

Such  Certificates  pay  4%  interest  compounded  quar¬ 
terly,  and  form  an  absolutely  safe  investment. 

No  one  is  allowed  to  hold  more  than  $1,000  of  any 
one  annual  issue  of  Certificates  or  of  War  Savings 
Stamps. 

The  Treasury  Savings  Certificates  mature  in  1924 
and  in  1925.  They  can  be  bought  in  the  first  month 
of  issue  for  $82.40  for  a  $100  Certificate,  and 
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$824  for  a  $1,000  Certificate.  Buy  them  at  any  Fed¬ 
eral  Reserve  Bank  or  thru  the  agency  of  qualified 
banks  and  trust  companies. 

Investments  in  Treasury  Savings  Certificates  have 
the  advantage  of  being  exempt  from  all  Federal, 
State  and  local  taxes  except  estate  and  inheritance 
taxes. 

If,  after  having  invested  in  Treasury  Certificates, 
you  wish  to  redeem  them,  you  may  redeem  them  after 
two  months  from  the  date  of  purchase,  provided  you 
give  ten  days  written  notice  to  the  office  of  the  Secretary 
of  the  Treasury.  You  will  receive  not  only  the  amount 
you  invested,  but  also  20c.  per  month  on  $100,  and 
$2  interest  per  month  on  $1,000. 

Buy  Guaranteed  Real  Estate  Mortgages 

Guaranteed  first  mortgages  on  real  estate  are  legal  in¬ 
vestments  for  savings  banks  and  for  trust  funds. 

In  certain  States  they  are  free  from  personal  tax¬ 
ation.  They  have  the  advantage  of  always  representing 
actual  value  to  an  amount  far  greater  than  the  amount 
of  money  that  you  invest.  They  are  safe,  in  and  by 
their  own  foundation  on  real  values. 

Furthermore,  they  are  guaranteed  by  a  reputable 
company,  so  that  you  have,  first,  a  mortgage  on  actual 
property  of  known  value;  and  second,  a  guarantee  by 
a  reputable  company. 

There  is  no  likelihood  that  you  will  lose  your  money 
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in  such  an  investment.  The  investment  is  safe  and 
sound  in  every  particular. 

Now,  just  what  is  a  guaranteed  first  mortgage  on 
real  estate?  Let  us  see,  first,  what  a  mortgage  is. 

A  man  who  had  lost  considerable  money  through 
unwise  investments,  was  advised  by  an  old  lawyer  to 
invest  in  real  estate  mortgages.  He  did  even  better. 
He  invested  in  guaranteed  first  mortgages  on  real  estate, 
felt  contented  with  five,  or  five  and  one-half  per  cent., 
and  never  lost  a  cent  of  the  money  thus  invested.  His 
friends  would  sometimes  tell  him  of  the  wonderful 
money  they  were  gping  to  make.  He  would  always 
answer  laughingly,  “Oh,  I  have  graduated,  I  paid  at 
least  $5,000  for  my  diploma.  I  don’t  want  to  pay  any 
more  for  my  education,  thank  you.” 

An  Ordinary  Real  Estate  Mortgage 

A  mortgage  is  a  lien  on  actual  property.  A  real 
estate  mortgage  is  a  lien  on  real  estate.  A  first  mort¬ 
gage  is  a  lien  that  must  be  paid  in-  full  before  any  other 
lien  can  be  paid  at  all. 

Suppose  that  a  parcel  of  real  estate  is  worth  $5,000. 
The  owner  of  that  real  estate  wishes  to  borrow  money. 
You  lend  him  only  one-half  of  the  value  of  the  real 
estate,  or  $2,500.  He  in  turn,  gives  you  a  mortgage  on 
the  entire  property.  That  mortgage  conveys  to  you 
the  right  to  claim  the  entire  property  by  foreclosure  in 
case  of  non-payment,  and  to  satisfy  your  debt  in  full 
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before  any  money  will  return  to  the  original  owner  of 
the  property. 

If  you  are  positive  that  the  value  of  the  property  is 
actually  $5,000,  you  are  perfectly  safe  in  lending 
50  per  cent,  of  that  value,  or  $2,500  on  the  guarantee 
of  a  first  mortgage.  You  refuse  to  lend  more  than  50 
per  cent,  of  the  actual  value,  because  you  allow  for  de¬ 
preciation  and  make  it  worth  while  for  the  borrower  to 
try  hard  to  pay  interest  and  principal  promptly.  You 
make  it  most  unwise  for. him  to  forfeit  the  property, 
and  most  beneficial  for  you  if  he  does.  You  protect 
yourself. 

1.  Inspect  property  before  you  accept  a  mortgage 
on  it. 

2.  Make  careful  inquiries  concerning  the  value  of 
the  property. 

3.  Investigate  any  possibilities  that  the  property 
will  decrease  in  value. 

4.  Take  the  most  conservative  estimates  of  value 
as  a  basis  for  the  amount  of  money  that  you  will 
lend  on  the  property. 

5.  Before  you  accept  any  mortgage  make  cer¬ 
tain  that  there  are  no  other  mortgages,  and  no 
other  claims  of  any  kind,  against  that  property. 

6.  Before  you  accept  any  mortgage,  make  certain 
that  the  one  who  wishes  to  borrow  money  from 
you  has  a  clear  title  to  the  property. 

If  you  lend  money  only  to  the  amount  of  one-half 
the  value  of  real  estate,  you  are  practically  certain  not 
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to  lose  on  your  investment  unless  you  have  made  wrong 
estimates  of  the  value  of  the  property,  or  have  been  de¬ 
ceived  in  some  other  way. 

It  pays  to  be  exceedingly  careful  in  accepting 
mortgages. 

1.  Make  your  investigations  carefully. 

2.  Refuse  to  lend  money  on  any  except  the  best 
property. 

Insist  Upon  Guaranteed  First  Mortgages 

There  is  something  better  than  the  ordinary  real 
estate  first  mortgage.  That  “something  better”  is  a 
guaranteed  first  mortgage. 

A  young  man  inherited  quite  a  property  invested  in 
a  number  of  ordinary  first  mortgages  on  real  estate. 
These  mortgages  were  all  on  farms  in  a  grazing  country. 
At  first  the  young  man  was  inclined  to  believe  that  his 
investments  were  beyond  question,  since  he  could  always 
have  the  land  to  fall  back  upon.  He  soon  learned,  how¬ 
ever,  that  people  do  not  always  pay  interest  promptly, 
that  they  are  not  always  able  to  make  payments  on 
principal  as  agreed  upon.  Furthermore,  he  learned  that 
foreclosure  is  troublesome,  and  that  it  does  not  always 
bring  full  value  for  money  invested.  As  quickly  as  he 
could,  he  sold  out  his  country  mortgages,  and  bought 
guaranteed  first  mortgages  on  improved  property. 
Thereafter,  he  let  the  guarantee  company  do  the 
principal  worrying. 

Title  and  mortgage  companies,  such  as  are  found 
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thruout  the  United  States,  guarantee  mortgages  obtained 
thru  them.  They  give  you  a  positive  guarantee  that 
both  the  interest  and  the  principal  will  be  paid  in  full. 

They  do  more.  They  guarantee  that  the  interest  will 
be  paid  on  the  very  day  on  which  it  shall  become  due, 
and  that  the  principal,  likewise,  will  be  paid  on  the  pre¬ 
cise  day  when  it  shall  become  due. 

Furthermore,  such  a  company  will  see : 

1.  That  all  taxes  on  the  mortgaged  property  are 
paid  promptly; 

2.  That  the  property  is  kept  in  good  repair ; 

3.  That  all  insurance  is  fully  maintained; 

4.  That  there  will  be  no  proposal  to  renew  the 
mortgage  if  there  is  any  likelihood  that  the 
property  will  decrease  in  value. 

You  see,  then,  what  a  guaranteed  first  mortgage  does. 
It  gives  you  all  the  advantages  of  personal  inspection 
by  experts,  of  constant  watchfulness  of  property,  and  of 
guaranteed  payments. 

In  the  first  place,  the  title  and  mortgage  company 
sends  an  expert  appraiser  to  find  the  precise  value  of 
the  property.  Guesswork  does  not  exist  for  him.  He 
understands  values  fully,  and  is  not  likely  to  make  an 
error.  In  addition  to  that  his  work  is  so  closely  checked 
by  the  company  that  any  error  that  he  might  possibly 
make  will  be  corrected  before  an  estimate  is  given. 

When  you  buy  a  guaranteed  first  mortgage  you 
really  employ  expert  investors  to  invest  for  you,  and 
you  ask  them  to  guarantee  the  investment. 
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You  Will  Escape  Personal  Appeals 

A  guaranteed  first  mortgage  on  real  estate  sets  you 
free  from  the  disagreeable  position  of  meeting  personal 
appeals  for  leniency  in  enforcing  payment  of  interest 
or  of  principal.  Nothing  is  more  painful  to  the  holder 
of  a  mortgage  than  to  have  the  person  who  borrowed 
money,  tell  of  some  misfortune,  and  ask  for  an  ex¬ 
tension  of  time,  or  for  a  decrease  in  the  rate  of  interest. 

A  guaranteed  first  mortgage  frees  you  from  the  possi¬ 
bility  of  painful  experiences. 

The  title  and  mortgage  company  acts  for  you.  It 
is  a  company,  and  acts  merely  in  accordance  with  the 
set  laws  of  business,  and  the  terms  of  its  agreements. 
It  guaranteed  you  the  prompt  payment  of  interest  and 
principal.  Whatever  the  circumstances  may  be,  it  will 
see  that-  interest  and  principal  are  paid  to  you  promptly. 
You  have  no  personal  relations  whatever  with  the  per¬ 
son  who  borrowed  the  money.  You  may  never  see 
him,  nor  even  know  anything  about  him,  but  your  in¬ 
terest  will  be  paid,  and  your  investment  will  be  abso¬ 
lutely  secure  from  the  very  start.  He  will  not  blame 
you  for  severity,  nor  call  you  hard-hearted.  He  deals 
with  the  company,  not  with  you. 

And  all  the  while,  watching  over  your  property  with 
a  jealous  eye,  looking  after  the  payment  of  taxes,  the 
maintenance  of  insurance,  and  the  making  of  repairs, 
is  the  company, — doing  exactly  what  you  would  wish  to 
do  if  you  had  the  time  and  the  skill  and  the  opportunity. 

Without  question,  a  guaranteed  first  mortgage  on 
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real  estate  is  one  of  the  best  possible  forms  of  invest¬ 
ment, — a  form  that  gives  little  trouble. 

Protect  Yourself  by  Personal  Investigation 

You  may  protect  yourself  still  further,  when  you 
think  of  taking  a  guaranteed  first  mortgage : 

1.  Learn  the  financial  standing  of  the  title  com¬ 
pany. 

2.  Establish  for  yourself  the  value  of  the  property. 

3.  Examine  all  the  papers  carefully. 

Buy  Guaranteed  First  Mortgage  Certificates 

Guaranteed  first  mortgage  certificates  are  certificates 
for  amounts  of  $100,  or  more,  and  represent  a  fraction 
of  the  values  indicated  by  bonds  and  mortgages  held  by 
the  company  issuing  the  guaranteed  first  mortgage  cer¬ 
tificates.  When  properly  checked  by  a  bank  or  trust 
company  they  are  very  nearly  as  good  as  actual 
mortgages. 

The  total  amount  of  certificates  issued  can  never  ex¬ 
ceed  the  amount  named  on  the  bonds  and  mortgages 
represented. 

Such  certificates  give  you  an  immediate  means  of 
investing  small  sums  in  absolutely  safe  investments. 
You  do  not  have  to  wait  in  order  to  obtain  a  mortgage. 
You  obtain  a  mortgage  certificate. 

Like  guaranteed  first  mortgages,  guaranteed  first 
mortgage  certificates  are  legal  investments  for  trust 
funds.  In  certain  states  they  are  free  from  personal 
taxation. 
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If  you  have  $100  or  more  to  invest,  and  wish  to  in¬ 
vest  it  immediately  at  4 y2  to  Sy2  per  cent.,  buy  a  cer¬ 
tificate  that  represents  a  certain  fractional  share  in  good 
bonds  and  mortgages. 

A  young  mother  who  was  accustomed  to  receive  from 
various  relatives  certain  small  sums  of  money  for  her 
children,  made  it  her  habit  to  invest  in  first  mortgage 
certificates,  buying  the  lowest  possible  denomination 
of  certificates.  In  this  way  she  increased  her  own  in¬ 
terests,  that  of  her  relatives  in  “the  children’s  property,” 
gained  a  higher  rate  of  interest  than  she  could  gain 
from  a  savings  bank,  gained  absolute  safety  and  a  more 
or  less  permanent  form  of  investment. 

Pay  by  Installments 

If  you  do  not  have  as  much  as  $100,  and  wish  to  in¬ 
vest  as  little  as  $10  a  month,  make  arrangements  to  pay 
for  guaranteed  first  mortgage  certificates  by  install¬ 
ments. 

Money  invested  in  guaranteed  first  mortgage  cer¬ 
tificates  is  perfectly  safe.  The  investment  gives  you  all 
the  advantage  of  safety  and  of  high  interest  rates  gained 
by  anyone  who  has  a  large  amount  of  money  to  invest 
in  a  mortgage. 

Since  your  certificate  rests  upon  a  number  of  mort¬ 
gages,  instead  of  upon  one,  your  investment  is  un¬ 
usually  secure. 

The  payment  of  principal  and  of  interest  as  called  for 
by  the  certificates  is  fully  guaranteed  by  the  company. 
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If  you  wish,  you  may  demand  full  payment  of  a  cer¬ 
tificate  after  the  third  annual  payment  of  interest. 

Guaranteed  first  mortgage  certificates  are  free  from 
personal  taxation  in  New  York  State. 

Mortgages  May  Be  Free  from  the  Income  Tax 

At  the  time  of  the  publication  of  this  work,  a  strong 
movement  is  on  foot  to  exempt  from  the  income  tax 
the  first  $40,000  represented  by  mortgages  held  by 
any  one  person. 

If  this  movement  should  be  successful,  it  will  make 
mortgages  much  more  attractive  investments  than  at 
present,  and  will  relieve  the  small  investor  from  a  large 
part  of  the  payment  of  income  taxes, — a  welcome  es¬ 
cape,  and  a  just  one. 

First  Mortgage  Real  Estate  Bonds  Are  Legal 
Investments  for  Savings  Banks 

A  first  mortgage  real  estate  bond  is  much  like  a 
first  mortgage  certificate,  for  it  represents  a  participa¬ 
tion  in  a  first  fnortgage,  and  therefore  has  nearly  the 
value  of  a  first  mortgage  itself. 

Every  first  mortgage  real  estate  bond  is  secured 
by  a  mortgage  on  50  per  cent,  of  the  value  of  real  estate. 

Interest  on  first  mortgage  certificates  is  paid  at  stated 
times  by  checks  sent  by  the  company  on  the  day  when 
the  interest  is  due.  Interest  on  real  estate  bonds  is 
paid  by  means  of  coupons  which  you  cut  from  the  bond 
and  deposit  at  any  bank  for  collection. 
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It  is  possible  to  buy  first  mortgage  real  estate  bonds 
in  denominations  as  low  as  $50.  Sometimes  you  can 
obtain  as  high  a  rate  of  interest  as  6  per  cent. 

Unless  such  a  bond  is  guaranteed  it  is  less  secure  as 
an  investment  than  is  a  guaranteed  first  mortgage  cer¬ 
tificate. 

United  States  Bonds  Are  Legal  Investments  for 
Savings  Banks  and  Trust  Funds 

Every  form  of  bond  issued  by  the  United  States 
Government  is  a  legal  investment  for  savings  banks  and 
trust  funds. 

All  National  bonds  are  exempt  from  income  taxes 
of  every  description. 

While  the  rate  of  interest  is  comparatively  low,  the 
safety  is  absolute.  A  man  who  accepts  2  per  cent,  on 
an  absolutely  safe  investment  is  far  wiser  than  a  man 
who  risks  the  loss  of  his  principal  in  an  investment  that 
pays  7  per  cent,  or  more. 

Buy  Liberty  Bonds  and  every  form  of  Government 
bond  that  you  can  obtain. 

State  Bonds  Are  Legal  Investments  for  Savings 
Banks  and  Trust  Funds 

State  bonds  that  yield  between  4  per  cent,  and  5  per 
cent,  make  attractive  investments.  They  are  almost 
always  exempt  from  Federal  income  taxes  and  from 
State  income  taxes,  and  therefore  yield  a  large  return 
in  comparison  with  other  investments  that  are  not  tax 


Page  Eighteen 


Book  Five 


exempt.  You  can  buy  State  Bonds  from  various 
brokers  and  trust  companies. 

Certain  City  Bonds  Are  Legal  for  Savings  Banks 
and  Trust  Funds 

You  can  buy  bonds  issued  by  such  cities  as  New 
York,  Chicago,  Cleveland,  Wilmington  and  other  cities, 
at  a  rate  that  will  give  you  between  4  per  cent,  and  5 
per  cent,  interest  on  your  investment.  These  city  bonds 
are  usually  exempt  from  all  Federal  income  taxes,  and 
from  all  State  income  taxes,  and  therefore  are  most 
desirable  investments. 

Certain  Railroad  Bonds  Are  Legal  Investments 
for  Savings  Banks  and  Trust  Funds 

The  bonds  of  certain  well  established  railroads  make 
excellent  and  safe  investments.  Such  railroads  as  the 
Pennsylvania,  the  Northern  Pacific,  and  other  roads, 
issue  bonds  that  can  be  bought,  to  yield,  at  the  present 
time,  between  5  per  cent,  and  6  per  cent,  interest.  The 
bonds  are  secured  by  mortgages,  and  are  safe  invest¬ 
ments.  Their  value,  of  course,  fluctuates  with  railroad 
values  and  conditions. 

Any  bank,  or  any  reliable  broker,  will  inform  you 
which  bonds  are  legal  for  savings  banks,  and  which  it  is 
most  advisable  for  you  to  purchase. 

Avoid  Industrial  Bonds 

An  industrial  bond  is  a  bond  issued  by  a  company, 
usually  by  a  large  company,  that  needs  great  sums  of 
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money  in  order  to  conduct  its  business  to  the  best  ad¬ 
vantage. 

Some  industrial  bonds  that  pay  between  6  per  cent, 
and  7  per  cent,  on  the  investment  are,  without  ques¬ 
tion,  thoroly  excellent,  and  are  entirely  safe. 

Nevertheless,  so  many  conditions  affect  an  indus¬ 
trial  company, — so  much  depends  upon  the  personality 
of  the  officers  of  the  company, — so  much  depends  upon 
conditions  that  lie  far  beyond  our  knowledge,  that  such 
bonds  may  or  may  not  be  good  investments. 

A  broker  who  had  made  a  number  of  excellent  in¬ 
vestments  for  a  customer,  one  day  called  him  up  on  the 
telephone  and  advised  the  purchase  of  certain  industrial 
bonds.  “I  am  advising  my  own  mother,  who  has  only 
a  small  property,  to  put  all  her  money  into  this,”  he 
said.  That  should  have  been  enough.  Whenever  an 
agent  says  he  is  advising  his  own  mother  to  invest  all 
her  property  in  a  certain  form  of  investment,  it  is  time 
to  let  the  mother  buy  it  all  if  she  wishes.  Such  invest¬ 
ments  are  almost  always  “shaky.”  In  this  case  the 
broker  prevailed.  The  man  bought  industrial  bonds. 
Within  a  year  they  lost  all  of  their  value.  The  money 
had  been  absolutely  thrown  away.  “How  did  your 
mother  feel  about  the  loss  of  her  money?”  the  man 
asked  the  broker  sometime  later.  “Well,  something 
happened  so  that  she  did  not  make  that  investment  after 
all,”  said  the  broker.  “I  am  awfully  sorry  that 
happened  to  you,  but  it  couldn’t  be  helped.” 

Content  yourself  with  gaining  a  small  rate  of  in- 
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terest  from  investments  that  are  legal  for  savings  banks 
and  trust  funds.  Allow  others  to  invest  in  industrial 
bonds,  and  to  take  the  necessary  risks  of  losing. 

Pay  no  attention  to  attractively  printed  statements, 
or  to  the  glib  persuasiveness  of  agents.  Many  men  be¬ 
fore  you,  invested  in  industrial  bonds,  only  to  find,  with¬ 
in  a  year,  that  they  lost  every  penny  they  invested. 

Demand  for  your  own  savings  the  same  protection 
that  the  law  demands  for  the  savings  banks. 

Public  Utility  Bonds,  Under  Certain  Circum¬ 
stances,  Are  Good  Investments 

A  public  utility  bond,  such  as  is  issued  by  a  trolley 
system,  a  power  company,  a  water  company,  or  any 
other  public  utility,  may  be  a  thoroly  good  investment. 

Do  not  invest  in  any  such  bonds  unless  you  are  in¬ 
timately  acquainted  with  local  conditions  in  the  place 
where  the  public  utility  exists.  Factors  not  known  to 
you  might  seriously  injure  the  value  of  your  bonds. 
Unless  you  are  sure  that  you  are  fully  informed  con¬ 
cerning  local  conditions,  beware  of  such  investments. 

What  Is  a  Debenture  Bond? 

A  debenture  bond  is  a  bond  that  is  not  guaranteed 
by  a  mortgage,  or  by  anything  else,  except  the  word  of 
the  company  issuing  it.  Accept  debenture  bonds  from 
none  except  companies  in  the  very  first  financial  rank. 
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What  Is  a  Mortgage  Bond? 

A  mortgage  bond  is  a  formal  promise  to  pay,  guaran¬ 
teed  by  a  mortgage  on  actual  property.  Such  bonds, 
when  issued  on  no  more  than  50  per  cent,  of  the  actual 
value  of  property,  are  safe  forms  of  investment. 
They  are  better  still,  when  guaranteed  by  a  reliable 
company. 

What  Are  Collateral  Trust  Bonds? 

Collateral  trust  bonds  are  formal  promises  to  pay, 
guaranteed  by  certain  collateral,  or  deposit  of  value, 
which  may  be  in  any  form.  Usually  it  is  in  the  form 
of  various  stocks  and  bonds. 

A  collateral  trust  bond  is  no  more  valuable  than  the 
promise  itself,  plus  the  current  value  of  the  bonds  and 
stocks  deposited  as  collateral. 

Do  not  accept  collateral  trust  bonds  unless  you  know 
that  the  amount  of  value  actually  represented,  at  the 
current  prices  of  the  bonds  and  stocks  deposited  as 
collateral,  greatly  exceeds  the  amount  of  the  collateral 
trust  bonds  issued. 

What  Is  a  Coupon  Bond? 

A  coupon  bond  is  a  bond  to  which  is  attached  a 
number  of  small  coupons  that  have  fixed  values  on 
certain  dates  printed  on  every  coupon.  On  or  after 
the  interest  dates  printed  on  the  coupons  cut  off  the 
proper  coupons  and  deposit  them  with  a  bank  for 
collection. 
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A  coupon  bond  gives  you  some  slight  trouble.  You 
are  obliged  to  remember  when  the  coupons  become 
due,  and  you  must  cut  them  off,  and  deposit  them. 

Both  the  bond  and  the  coupons  are  payable  to 
anyone  who  possesses  them.  They  may  be  stolen, 
with  resulting  loss  to  you.  Keep  them  in  a  safe  de¬ 
posit  box. 

What  Is  a  Registered  Bond? 

A  registered  bond  is  a  bond  that  has  been  registered 
in  your  name  by  the  company  that  issued  it.  It  is 
payable  to  you,  and  it  is  worthless  to  anyone  else.  It 
has  no  coupons  to  annoy  you. 

On  the  proper  dates,  when  interest  becomes  due, 
the  company  sends  you  checks  payable  to  no  one  but 
you. 

Thus,  a  registered  bond  is  far  more  convenient  and 
is  far  safer  than  a  coupon  bond. 

What  Determines  the  Value  of  a  Bond? 

You  may  buy  a  thousand-dollar  bond  for  less  than 
$1,000,  or  for  more  than  $1,000  in  accordance  with 
market  conditions,  determined  by  values. 

If  you  buy  the  bond  for  less  than  its  face  value, 
you  thereby  gain  an  increased  rate  of  interest,  but  a 
decreased  safety  of  investment. 

If,  on  the  contrary,  you  buy  the  bond  at  a  market 
price  greater  than  its  face  value,  you  gain  a  de¬ 
crease  in  the  rate  of  interest,  and  an  increase  in  the 
value  of  your  investment. 
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A  good  bond  is  not  likely  to  sell  at  much  below  its 
face  value.  Do  not  buy  bonds  that  show  great  dis¬ 
crepancy  between  face  value  and  actual  value. 

Why  Bonds  Are  Better  Investments  than  Stocks 

A  bond  is  a  definite  and  formal  promise  to  pay  a 
specified  sum  of  money,  at  a  specified  time,  and  to 
pay  interest  on  certain  determined  dates.  A  bond 
must  be  paid  before  the  company  giving  the  bond 
can  make  any  payments  on  indebtedness  to  stock¬ 
holders  or  to  other  persons  who  have  claims  against 
the  company  concerned. 

It  often  happens  that  payments  to  bond  holders 
leave  nothing  for  other  creditors. 

Bonds  often  have  the  further  advantage  of  being 
secured  by  mortgages  or  by  collateral. 

A  good  bond  is,  in  all  respects,  a  superior  form 
of  investment. 

The  value  of  a  bond  may  fluctuate  during  its  life, 
with  market  conditions,  but  at  the  time  when  the 
bond  becomes  due,  it  is  a  definite  obligation,  for  its 
full  face  value,  on  the  company  that  issued  it.  For 
this  reason,  a  bond  usually  pays  a  comparatively  low 
rate  of  interest,  is  sold  at  a  somewhat  high  price, 
and  is  closely  held. 

Rich  men  are  proverbially  said  to  be  “bond  hold- 
holders.”  The  investment  you  wish  is  the  invest¬ 
ment  that  appeals  to  the  best  financiers. 
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Not  Every  Bond  Is  Good 

Of  course,  a  bond,  being  a  promise,  is  no  better 
than  the  company  that  gives  it.  A  bond  might  be 
perfectly  worthless.  Do  not  accept  bonds  from  com¬ 
panies  that  cannot  prove,  to  the  satisfaction  of  your 
bank,  that  they  are  absolutely  sound  in  financial 
standing. 

A  very  wealthy  man  one  day  made  a  remark,  “I 
have  a  whole  boxful  of  bonds.  I  think  I  will  take 
them  and  paper  the  walls  of  my  study  with  them. 
They  are  not  good  for  anything  else,  but  they  would 
make  a  very  fancy  wall  paper.” 

Stocks  Are  Hazardous  Forms  of  Investment 

Stock  in  a  company  represents  a  share  in  the  com¬ 
pany.  If  you  own  stock  in  a  railroad  company  you 
are  one  of  the  owners  of  the  railroad.  If  you  own 
stock  in  a  manufacturing  company,  you  are  one  of  the 
owners  of  the  business. 

No  stock  has  any  fixed  value,  but  stock  is  issued 
usually  in  denominations  of  $100  per  share. 

Unlike  a  bond,  a  stock  has  no  time  of  maturity. 
If  you  invest  a  thousand  dollars  in  stock,  the  earn¬ 
ings  of  the  company  may  be  so  great  that  your  stock 
will  increase  many  times  in  value.  On  the  other 
hand,  the  business  of  the  company  may  so  decrease 
in  value  that  the  stock  will  be  worth  much  less  than 
you  paid  for  it  originally. 

United  States  Steel  Common,  in  1904,  could  be 
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bought  for  per  share.  In  1917  the  same  stock 
sold  for  136^6.  The  par  value  of  this  stock  is  $100. 
If  you  had  bought  the  stock  at  par  value  and  had  been 
obliged  to  sell  it  at  you  would  have  lost  over  $91 
per  share.  An  original  investment  of  $1,000  would 
have  shrunk  to  a  value  of  only  $83.75.  The  total 
loss  would  have  been  $916.25.  Such  a  loss  is  pos¬ 
sible  on  any  stock. 

If,  on  the  other  hand,  you  had  bought  United  States 
Steel  Common  at  8 you  could  have  bought  120 
shares  for  slightly  more  than  $1,000.  In  1917,' 
you  could  have  sold  these  shares  for  $16,395, 
gaining  a  profit  of  over  $15,000  on  an  original  in¬ 
vestment  of  slightly  more  than  $1,000. 

At  first  sight,  this  seems  an  easy  road  to  wealth. 
In  thirteen  years  you  could  have  multiplied  every 
multiple  of  $1,000  that  you  invested  in  this  way,  into 
more  than  $15,000!  If  you  had  invested  $10,000 
you  could  have  multiplied  it  into  more  than  $150,000. 

BUT  the  road  to  wealth  is  not  easy. 

The  stock  market  is  continually  fluctuating.  Values 
change  every  day.  There  are  many  more  probabili¬ 
ties  that  you  will  lose  your  entire  investment  than 
there  are  that  you  will  make  any  large  amount  of 
money. 

Stocks  that  are  really  worth  while,  the  substantial 
stocks  that  are  not  likely  to  soar  to  the  skies  or  to  fall 
to  the  earth,  are  closely  held.  Wise  investors,  who 
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thoroly  understand  conditions,  keep  good  stocks  and 
will  not  sell  them. 

Speculative  stocks,  whose  values  are  exceedingly  un¬ 
certain,  are  always  for  sale  to  anyone  who  is  willing 
to  risk  all  his  savings  in  an  investment  that  is  not  so 
certain  as  it  is  that  a  coin  will  fall  heads  up  if  you 
toss  it  into  the  air. 

In  tossing  a  coin  you  have  an  equal  chance  that  it 
will  fall  heads  up  or  tails  up.  In  buying  a  specula¬ 
tive  stock  you  do  not  have  an  equal  chance,  for 
there  are  many  times  more  probabilities  that  the  stock 
will  decrease  in  value  than  there  are  that  it  will  in¬ 
crease  in  value. 

Stories  of  fabulous  increases  in  the  value  of  stock, 
— such  as  the  story  of  The  Bell  Telephone  Com¬ 
pany  or  of  The  Ford  Automobile  Company,  are  told 
of  a  small  number  of  stocks  indeed.  Stories  of  great 
financial  losses  are  told  of  many  stocks. 

Agents  come  to  you  with  propostions  to  invest 
your  savings  in  stocks  of  companies  that  they  repre¬ 
sent,  saying  that  the  prospects  for  the  future  are  so 
good  that  you  may  be  assured  of  a  high  rate  of  in¬ 
come  from  your  investment,  and  of  a  greatly  increased 
rise  in  the  value  of  the  stock  you  purchase.  The 
agents  show  you  numerous  tables  and  estimates.  They 
read  you  the  names  and  the  opinions  of  a  number  of 
men  said  to  be  in  high  positions.  In  conclusion,  they 
urge  you  to  buy  and  to  become  rich. 

You  will  be  exceedingly  foolish  even  to  waste  your 
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time  listening  to  such  agents.  You  will  be  still  more 
foolish  to  invest  any  of  your  savings  in  unestablished 
companies.  For  every  company  that  rises  from  ob¬ 
scurity  into  great  business,  like  that  of  The  Bell 
Telephone  Company  and  of  The  Ford  Automobile 
Company,  a  hundred  thousand  companies  fail  abso¬ 
lutely  or  partially,  and  deprive  the  stockholders  of 
all  income  from  their  investments,  and  often  of  their 
principal.  All  that  the  stockholders  have  left  is  worth¬ 
less  paper !  Perhaps,  among  your  own  papers  you 
have  some  that  are  worthless.  Don’t  buy  more. 

You  have  no  moral  right  to  gamble  with  your  sav¬ 
ings. 

In  a  small  country  town  there  lived  a  man  of  the 
highest  reputation,  a  leader  in  his  church,  a  director 
of  the  bank,  a  chief  merchant,  and  in  every  way  a 
leading  citizen.  Everyone  honored  and  respected 
him.  His  family  were  aristocrats  in  every  sense  of 
the  word.  People  brought  their  money  to  him  for  in¬ 
vestment,  and  scarcely  bothered  to  ask  for  receipts. 
Trust  and  confidence,  and  the  basis  of  ready  money, 
united  with  his  desire  to  gain  a  large  fortune  for 
himself,  led  him  into  temptation.  He  bought  stocks, 
buying  on  the  margin  and  repeating  a  story  that  has 
been  enacted  many  times.  He  came  to  grief ;  his 
fortune  was  lost,  and  with  it  the  fortune  of  those 
who  had  trusted  him.  Instead  of  being  honored,  he 
was  cursed.  He  left  the  town,  a  broken  and  ruined 
man,  and  became  a  small  clerk  in  the  city.  His  family 
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was  reduced  from  wealth  and  influence  to  really  pit¬ 
iable  lack  of  money.  No  man  has  the  right  to 
gamble  with  the  savings  of  a  lifetime,  and  certainly 
not  the  right  to  gamble  with  the  property  of  others. 

When  You  May  Buy  Stock 

There  are  some  conditions  under  which  you  may 
buy  stock  with  a  degree  of  safety.  They  are  as  fol¬ 
lows  : 

1.  When  you  actually  understand  all  the  condi¬ 
tions  ; 

2.  When  you  know  something  about  real  market 
values ; 

3.  When  you  have  deep  personal  faith  in  the  man 
at  the  head  of  the  business  represented. 

In  such  cases  you  may  take  a  business  chance,  and 
invest  in  the  stock  of  a  business  in  which  you  have 
genuine  faith. 

Even  then  you  will  take  the  very  grave  risk  that 
every  business  must  take. 

Why  risk  your  savings  at  all  ? 

You  know  that  only  one  gambler  in  10,000  ever 
becomes  rich.  Most  gamblers  lose  everything  they 
have. 

Why  take  a  gambler’s  chance? 

Be  contented  with  the  few  bonds,  “gilt-edged,”  the 
few  long  established  stocks,  and  the  guaranteed  first 
mortgages  that  are  legal  investments  for  savings  banks 
and  for  trust  funds.  Then  you  will  be  able  to  obtain 
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from  4%  to  5^2%  and,  best  of  all,  to  keep  your  prin¬ 
cipal  intact. 

What  Are  Preferred  Stocks? 

Preferred  stocks  are  stocks  that  are  given  the  pref¬ 
erence  in  the  paying  of  profits.  They  are  also  en¬ 
titled  to  a  fixed  rate  of  interest — 5%,  6%,  7%, 
8%,  etc. 

No  matter  how  great  the  earnings  of  a  company, 
preferred  stock  will  give  no  higher  rate  of  interest 
than  that  named  on  the  stock  certificate.  Common 
stock  may  give  any  dividend  in  accordance  with  the 
profits  of  a  company. 

If  the  company  represented  by  the  stock  issued 
preferred  stock  at  7%,  and  earned  after  it  had  paid  the 
bond  holders,  just  enough  money  to  pay  that  7%,  the 
money  will  be  paid  to  the  holder  of  preferred  stock. 
The  holders  of  common  stock  will  obtain  nothing! 
If  the  company  earns  only  enough  to  pay  the  bond 
holders,  both  the  holders  of  preferred  stock,  and  the 
holders  of  common  stock,  will  obtain  nothing. 

Consequently,  preferred  stock  is  a  safer  form  of 
investment  than  is  common  stock.  Preferred  stock, 
of  course,  like  common  stock,  depends  upon  the  busi¬ 
ness  of  the  company  that  issues  it.  It  may  become 
entirely  worthless.  A  bond  is  always  a  promise  to 
pay,  and  is  good  as  long  as  a  company  is  good — but 
no  longer. 
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If  you  must  invest  money  in  stocks,  buy  preferred 
stocks ;  you  will  have  to  pay  more  for  such  stocks,  and 
you  may  possibly  receive  a  small  rate  of  income  from 
them,  but  your  investment  will  be  more  secure  than 
if  you  invest  it  in  common  stock. 

But  don’t  invest  in  anything  until  you  know  all 
about  the  value  of  the  investment.  Ask  your  bank, 
preferably  your  savings  bank,  for  an  opinion. 

What  Is  Common  Stock? 

Common  stock  is  ordinary  stock  on  which  the  profits 
of  a  company  will  be  paid  after  the  bond  holders  and 
the  holders  of  preferred  stock  have  been  paid. 

Common  stock  takes  second  place  as  an  investment. 
It  is  much  more  likely  than  is  preferred  stock,  to  be¬ 
come  worthless.  It  therefore  sells  more  cheaply, 
and  is  more  likely  to  fluctuate  greatly  in  value.  It 
has  greater  speculative  interest. 

The  dividends  paid  on  common  stock  are  not  paid 
in  accordance  with  any  fixed  per  cent.,  but  solely  in 
accordance  with  the  earnings  of  a  company. 

Common  stock  is  not  a  good  form  of  investment. 
It  is  a  speculation. 

What  Are  Guaranteed  Stocks? 

A  guaranteed  stock  is  stock  that  is  guaranteed  by 
some  person,  or  by  some  company  that  promises  to 
pay  interest  or  principal,  or  both,  in  accordance  with 
certain  conditions  named  on  the  face  of  the  stock. 
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Guaranteed  stock  is  doubly  secure,  for  it  has  be¬ 
hind  it  both  a  business  and  a  guarantee.  It  is,  of 
course,  no  more  secure  than  the  business  of  the 
original  issuing  company,  and  the  business  of  the 
company  or  person  that  guarantees  it. 

Before  you  buy  guaranted  stock,  make  sure  that 
you  are  fully  acquainted  with  the  working  condi¬ 
tions  of  the  company  issuing  stock,  and  of  the  com¬ 
pany  or  person  guaranteeing  it. 

Do  Not  Buy  Oil  Stocks  or  Mining  Stocks 

Small  investors  are  frequently  urged  to  buy  stocks 
in  oil  companies,  or  in  mining  companies.  Invest¬ 
ments  in  such  companies  are  extremely  hazardous. 

In  investing  your  money  in  such  companies  you 
have  about  as  much  chance  as  you  would  have  if  you 
tried  to  walk  on  a  tight-rope  across  Niagara  Gorge. 
And  yet,  there  are  many  oil  companies  and  many 
mining  companies  that  are  highly  reputable  and  ex¬ 
tremely  successful',  among  them,  of  course,  being  the 
various  Standard  Oil  Companies. 

Once  again,  if  you  thoroly  understand  local  condi¬ 
tions,  and  are  personally  acquainted  with  the  persons 
in  control  of  such  oil  or  mining  companies,  you  may 
invest  your  money  wisely. 

If  you  have  no  personal  knowledge  of  conditions 
or  of  people,  don’t  make  the  mistake  of  investing 
even  a  postage  stamp  on  a  letter  of  inquiry  about  oil 
or  mining  companies. 


Page  Thirty-two 


Book  Five 


Don’t  waste  your  time,  or  your  eyesight,  reading 
'the  advertisements  of  oil  or  mining  companies  that 
appear  in  newspapers,  or  in  numerous  circulars  that 
may  come  to  you  thru  the  Post  Office. 

A  young  New  York  clerk  with  a  wife  and  baby,  one 
day  received  one  of  these  misleading  advertisements, 
promising  what  might  be  termed  a  spouting  fortune 
from  an  investment  in  an  oil  well.  He  was  strongly 
tempted  to  invest,  talked  to  a  number  of  his  friends 
about  his  “oil  prospects”  and  then  had  the  good 
sense  to  write  to  one  of  his  friends  who  happened  to 
be  in  the  neighborhood  of  the  proposed  oil  well.  The 
friend  wrote  back  such  an  account,  not  only  of  the 
oil  well,  but  of  the  people  who  were  promoting  it, 
that  the  clerk  dropped  all  thought  of  the  investment. 
To  this  day,  no  money  has  been  made  from  that  par¬ 
ticular  well,  but  much  money  has  been  “sunk  in  it.” 
It  is  really  a  waste  of  eyesight  even  to  read  most  of 
the  oil  and  mining  investment  propositions. 

Do  Not  Buy  Stocks  on  Margin 

Great  numbers  of  men  have  lost  their  own  fortunes, 
and  the  fortunes  of  other  people,  thru  that  form  of 
gambling  known  as  buying  stocks  on  margin. 

When  you  buy  stocks  on  margin  you  pay  a  com¬ 
paratively  small  part  of  the  full  amount  that  you 
should  pay,  and  make  an  arragenment  with  your 
broker  to  increase  your  payment**-  if  the  stock  falls 
in  market  value. 
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A  fall  of  many  points  may  call  for  the  imme¬ 
diate  payment  of  a  much  larger  sum  than  you  could 
possibly  raise,  and  you  might  find  yourself  in  a  serious 
predicament,  exposed  to  heavy  loss. 

Buying  on  margin  permits  you  to  buy  a  much  larger 
number  of  shares  than  you  can  possibly  buy  in  any 
other  way.  You  have  a  greatly  increased  prospect  of 
profit  if  the  stocks  rise  in  market  value.  You  also 
have  a  greatly  increased  prospect  of  loss  if  the  stocks 
fall  in  market  value. 

The  difficulty  is  that  stocks  are  just  as  likely  to  fall 
as  they  are  to  rise.  You  take  a  gambler’s  chance, — 
exaggerated, — with  the  cards  marked  against  you,  and 
the  dice  loaded. 

Do  not  make  the  foolish  mistake  of  buying  stocks 
on  margin. 

Refer  to  the  Investors’  Pocket  Manual 

If  you  wish  to  gain  complete  market  information 
with  regard  to  stocks,  bonds,  and  all  forms  of  invest¬ 
ments  that  are  bought  and  sold  in  stock  exchanges, 
write  to  the  Financial  Press,  No.  116  Broad  Street, 
New  York,  for  a  copy  of  The  Investors’  Manual. 

The  Investors’  Pocket  Manual  is  a  book  of  nearly 
300  pages  of  the  most  detailed  information  concern¬ 
ing  investments.  In  this  book  you  can  trace  the 
record  of  prices  of  any  stock  or  bond  thru  a  period 
of  many  years.  The  book  is  published  in  revised 
form  every  month.  It  is  an  invaluable  book  for  the 
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investor.  Your  broker  will  probably  give  you  a  copy 
free  of  charge. 

Read  Financial  Papers 

Nearly  every  large  newspaper  prints  a  daily  report 
of  financial  news.  If  you  are  interested  in  stocks  and 
bonds,  and  in  other  fluctuating  investments,  read  the 
financial  columns  in  such  papers  as  “The  New  York 
Sun,”  “The  New  York  Times,”  and  “The  New  York 
Evening  Post,”  or  buy  some  such  special  paper  as 
“The  Wall  Street  Magazine,”  or  “The  Journal  of 
Commerce.” 


Foreign  Government  Bonds 

On  certain  foreign  government  bonds  you  can  ob¬ 
tain  high  rates  of  interest, — sometimes  as  high  as  10% 
or  over. 

Are  Foreign  Government  Bonds  Advisable 
Investments? 

The  very  fact  that  you  can  obtain  high  rates  of  in¬ 
terest  indicates  that  there  is  some  question  concerning 
the  value  of  such  investments. 

While  you  man  believe  implicitly  that  certain  foreign 
governments  are  just  as  firmly  established  as  is  the 
United  States  Government,  at  the  same  time  you  know 
that  great  changes  are  possible,  such  sweeping,  upheav¬ 
ing  changes  as  those  that  took  place  recently  in  Ger¬ 
many,  in  Austria,  in  Russia,  and  in  other  lands. 

Invest  your  money  at  home.  Buy  your  own  Gov- 
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eminent  Bonds,  and  be  contented  with  a  small  return 
and  with  absolute  safety.  Don’t  go  abroad  hunting 
for  trouble. 

There  are  in  the  United  States  today  a  great  many 
people  who  are  sadly  interested  in  foreign  bonds. 
The  war  increased  their  interest  and  their  melancholy 
very  materially.  Bonds  that  they  had  considered  gilt- 
edged,  became  bonds  of  doubtful  value,  just  as  the 
countries  that  issued  them  changed  almost  over  night 
from  prosperity  into  chaos.  Those  people  will  be 
much  more  careful  hereafter  when  they  buy  foreign 
government  bonds,  and  they  will  be  much  more  likely 
to  invest  in  their  own  country.  Certain  valueless 
foreign  bonds  are  exhibited  in  store  windows  as 
curiosities.  Let  others  buy  such  worthless  paper. 

Public  Utility  Bonds  Are  Often  Doubtful 
Investments 

Bonds  issued  by  electric  light  and  power  companies, 
and  by  other  public  utilities  may  be  most  excellent 
forms  of  investment,  but  their  value  depends  upon 
individuals  and  upon  changing  local  conditions, — in 
large  part  upon  politics  and  upon  a  small  group  of 
local  financiers. 

There  are  many  possibilities  that  investments  in 
public  utilities  will  not  be  profitable  investments.  Un¬ 
less  you  are  unusually  well  informed,  thoroly 
understand  local  conditions,  and  are  somewhat  ac¬ 
quainted  with  the  persons  responsible  for  the  control 
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of  such  utilities,  do  not  risk  your  money  in  investing 
in  public  utility  bonds. 

Most  such  bonds  pay  a  high  rate  of  interest, — an 
indication  of  weakness. 

Are  Irrigation  Bonds  Good  Investments? 

Much  of  the  arid  region  of  the  west  has  been 
reclaimed  by  means  of  irrigation.  Money  for  carry¬ 
ing  on  the  work  of  creating  and  maintaining  irriga¬ 
tion  systems  is  raised  by  the  issuing  of  irrigation 
bonds. 

If  irrigation  bonds  are  issued  directly  by  a  State 
or  by  some  highly  important  division  of  a  State,  they 
have  greater  value  than  if  they  are  issued  by  private 
companies,  by  corporations,  or  by  somewhat  unim¬ 
portant  divisions  of  a  State.  Much  of  the  value  of 
irrigating  systems  depends  upon  a  permanent  supply 
of  water,  the  interest  and  the  energy  of  people  living 
in  the  irrigated  districts,  and  the  productivity  of  the 
land  irrigated. 

Unless  you  are  closely  familiar  with  local  condi¬ 
tions,  many  important  factors  may  escape  your  notice. 
For  that  reason,  irrigation  bonds  often  prove  bad 
investments. 

Do  not  depend  upon  the  reports  of  others.  Refuse 
to  invest  your  money  unless  you  have  first  hand  in¬ 
formation,  and  the  recommendation  of  a  bank,  or  the 
guarantee  of  a  State,  or  a  first-class  financial  organ¬ 
ization. 
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Advertised  Investments 

The  investment  that  is  advertised  in  cheap  papers 
is  not  likely  to  be  a  good  investment.  You  can  depend 
upon  it  that  you  should  avoid  investing  your  money 
in  advertised  investments  of  the  following  kinds : 

1.  Oil; 

2.  Copper ; 

3.  Manufacturing  patents ; 

4.  Special  industries. 

The  investment  that  is  advertised  in  the  better  class 
of  magazine  is  much  more  likely  to  prove  worthy. 

Beware  of  Farm  Mortgages 

You  can  easily  invest  in  farm  mortgages  from  $500 
to  $5,000,  and  even  more.  As  a  rule,  farm  mortgages 
are  not  desirable  investments  unless  your  personal 
knowledge  of  conditions  and  people  give  you  faith 
in  the  values  of  the  investments. 

If  you  invest  in  farm  mortgages  on  farms  far 
remote  from  the  place  where  you  live,  say  in  another 
State,  you  must  depend  entirely  upon  the  integrity 
of  the  agent  or  company  thru  whom  you  place  the 
investment.  Look  most  carefully  into  his  financial 
history. 

Conditions  Beyond  Your  Knowledge  May  Impair 
Security 

You  will  be  likely  to  find  the  payment  of  interest 
on  farm  mortgages  exceedingly  irregular.  Sickness, 
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accident,  or  some  misfortune  affecting  the  farmer  or 
his  family,  may  place  you  in  a  position  where  your 
sympathy,  rather  than  your  business  interests,  will 
guide  you. 

A  city  man  who  had  been  foolish  enough  to  take 
over  a  farm  mortgage,  found  it  necessary  to  fore¬ 
close.  Being  in  the  neighborhood  of  the  property 
one  day,  he  drove  to  the  place  to  see  what  kind  of 
people  it  was  from  whom  he  would  take  a  home. 
That  one  visit  was  enough  to  make  him  ever  there¬ 
after  avoid  farm  mortgages  except  under  the  very 
best  of  conditions.  He  found  the  man  of  the  family 
a  bent,  bearded  octogenarian.  The  wife  was  an  aged 
semi-invalid,  and  the  only  other  member  of  the  family 
was  an  idiot  daughter.  When  the  city  man  saw  the 
hard  conditions  under  which  the  little  family  existed, 
he  no  longer  had  the  heart  to  think  of  foreclosing,  but 
simply  forgot  his  investment  and  pocketed  the  loss, 
calling  it  “Charity.” 

Try,  by  all  means,  to  avoid  the  personal  touch  in 
lending  money  for  investment.  Deal  entirely  thru 
an  agent  or  company. 

Farm  buildings  deteriorate  rapidly,  and  farm  con¬ 
ditions  change  from  year  to  year. 

You  may  find  yourself  involved  in  foreclosure  pro¬ 
ceedings,  and  ultimately  come  into  possession  of  a 
farm  that  may  sell  for  much  less  than  the  amount 
you  invested. 

If  you  do  invest  in  farm  mortgages,  do  so  thru 
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some  agent  who  will  save  you  from  all  personal  rela¬ 
tions  with  the  one  who  gives  the  mortgage,  and  who 
will  see  to  it  that  interest  and  principal  is  paid  on 
time. 

In  no  case  accept  a  mortgage  for  more  than  50% 
of  the  actual,  established  and  proved  value  of  the 
property.  Even  then,  you  will  act  wisely  if  you  insist 
upon  a  guaranteed  mortgage. 


Dealing  with  a  Stock  Broker 

Select  Your  Own  Broker  with  Great  Care 

One  of  the  greatest  financial  misfortunes  that  can 
happen  to  you  is  to  fall  into  the  hands  of  an  un¬ 
reliable  broker. 

Some  time  ago  a  man  fell  into  the  hands  of  a  cer¬ 
tain  broker.  After  he  had  made  two  or  three  invest¬ 
ments  he  learned  the  man’s  real  character,  but  those 
investments  gave  him  trouble  for  several  years  there¬ 
after.  The  man  had  been  unscrupulous,  and  had 
thought  only  of  himself.  Instead  of  being  conserva¬ 
tive  he  had  been  reckless,  and  his  advice  led  to  loss. 

Your  broker,  or  financial  agent,  must  be  a  person 
who  is  thoroly  honest,  absolutely  reliable,  conserva¬ 
tive  and  well-recommended. 

Such  a  broker  will  not  advise  you  to  buy  stocks 
or  bonds  of  doubtful  value,  nor  will  he  lead  you  into 
speculation. 

Ask  your  banker  to  give  you  information  concern- 
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ing  investments,  and  to  give  you  information  con¬ 
cerning  a  reliable  broker. 

Even  with  a  reliable  broker  you  must  be  prepared 
to  study  values,  and  to  make  investments  wisely.  Do 
not  try  to  gain  high  interest,  or  to  profit  by  sudden 
and  great  increases  in  value.  If  you  make  such  at¬ 
tempts  you  cease  to  invest,  and  begin  to  speculate. 
Don’t  speculate.  Don’t  gamble  away  your  savings  in 
an  attempt  to  become  rich  quickly. 

Brokers  Are  Entitled  to  Commissions 

On  the  purchase  or  the  sale  of  stock,  a  broker  is 
entitled  to  a  commission  of  6*4%  for  every  share 
of  stock  bought  or  sold  below  $10  per  share,  and 
12^4%  for  every  share  of  stock  bought  or  sold  at 
$10  or  more  per  share. 

When  you  sell  stock  you  are  obliged  to  pay  not 
only  the  broker  but  also  both  Federal  and  State 
Transfer  Taxes,  amounting  to  a  few  cents  only. 

Invest  in  Marketable  Securities 

You  cannot  tell  at  what  moment  you  may  be  in 
need  of  large  sums  of  money.  At  any  time  you  may 
find  it  necessary  to  borrow  money  on  your  invest¬ 
ments,  or  even  to  dispose  of  investments  altogether. 

Do  not  invest  your  money  in  securities  that  you 
cannot  easily  convert  into  cash.  That  principle  will 
help  you  to  invest  in  safe  investments. 

You  can  always  sell  good  bonds  and  good  stocks. 
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If  you  own  guaranteed  first  mortgages,  the  terms 
of  these  mortgages  will  probably  be  three  years.  If 
you  select  your  mortgage  investments  wisely,  you  can 
dispose  of  such  mortgages  almost  as  quickly  as  you 
can  dispose  of  stocks. 

See  that  you  place  your  money  in  investments  on 
which  you  can  realize  quickly  in  times  of  necessity. 

Avoid  Long  Term  Investments 

Business  conditions  are  .so  uncertain,  and  new  in¬ 
ventions  so  frequently  bring  about  great  changes,  that 
long  term  investments,  except  in  the  case  of  National, 
State,  or  municipal  bonds,  are  seldom  desirable. 

Invest  your  money  in  short  term  securities,  that  is, 
in  securities  that  will  mature  within  at  least  ten  years, 
or  preferably  within  five  years. 

You  will  then  be  able  to  turn  over  your  money 
quickly,  and  to  feel  that  your  investment  is  likely  to 
remain  a  safe  investment,  not  exposed  to  changes 
brought  about  by  time. 

Is  a  Note  a  Good  Investment? 

A  note  is  a  promise  to  pay  money  for  value  received. 
It  may  be  made  payable  on  demand,  or  payable  at  a 
certain  date. 

A  note  may  be  made  payable  with  interest,  or  with¬ 
out  interest. 

Now,  since  a  note  is  merely  a  promise  to  pay,  it 
has  no  more  value  than  the  business  reliability  of  the 
company,  person  or  persons  giving  it. 
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If  the  note  is  secured  by  something  of  value  that 
will  be  forfeited  in  case  the  note  is  not  paid,  it  is 
doubly  safe. 

Many  a  person  possesses,  stowed  away  in  some 
musty  half -forgotten  pocket  book,  good-for-nothing- 
notes  given  to  them  years  before.  They  have  never 
been  able  to  realize  on  them,  but  they  have  kept  the 
notes  with  a  shadowy  hope  that  something,  somehow, 
might  “turn  up.”  If  the  notes  had  been  secured  by 
some  kind  of  forfeit,  they  would  not  have  been  treas¬ 
ured  like  so  much  waste  paper,  but  would  have  pro¬ 
duced  value. 

Avoid  Purely  Personal  Notes 

A  purely  personal  note,  such  as  the  following,  is 
not  a  good  form  of  investment: 

$75-00  New  York,  N.  Y. 

January  18,  1920. 

Sixty  days  from  date  I  promise  to  pay  William 
Fitzpatrick  or  order  the  sum  of  Seventy-Five  and  00/000 
Dollars  ($75.00)  for  value  received,  with  interest  @  5%. 


Such  a  note  represents  a  friendly  lending  of  money 
rather  than  an  investment.  You  would  not  lend 
money  with  such  flimsy  protection,  to  a  stranger. 

Do  not  lend  money,  in  any  large  amount,  to  your 
acquaintances  or  your  friends  unless  you  have  the 
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utmost  confidence  in  them,  or  are  perfectly  willing  to 
lose  your  money. 

Accept  notes  from  no  one  except  your  immediate 
and  your  close  personal  friends.  Even  then,  avoid 
accepting  notes. 

Protect  Yourself 

When  anyone  wishes  to  borrow  money  from  you, 
and  offers  a  note  as  a  guarantee  of  repayment,  pro¬ 
tect  yourself  by  treating  the  transaction  as  purely  a 
business  matter.  Do  exactly  what  a  bank  would  do. 
Ask  for  a  deposit  of  value  as  a  guarantee,  or  for  an 
endorsement  of  the  note  by  some  person  who  is 
thoroly  reliable. 

If  the  one  who  wishes  to  borrow  the  money  is  not 
willing  or  able  to  deposit  something  of  value  as  a 
guarantee,  or  is  not  able  to  find  any  one  who  will 
guarantee  his  honesty,  you  may  be  sure  that  you  will 
be  unwise  to  accept  his  note  and  lend  him  money. 

If  he  deposits  something  of  value  you  can  redeem 
any  loss.  If  some  reliable  person  endorses  his  note, 
you  have  double  protection. 

Do  Not  Endorse  Notes 

Do  not  endorse  notes,  especially  if  they  represent 
any  large  sum  of  money.  You  may  occasionally  en¬ 
dorse  very  small  notes,  purely  as  personal  favors  to 
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well  known  and  close  friends  in  whose  honesty .  you 
have  the  greatest  confidence. 

Perhaps  you  remember  the  story  of  one  of  the 
greatest  officials  in  the  United  States  some  years  ago, 
who  endorsed  notes  for  large  amounts,  trusting  im¬ 
plicitly  in  the  honor  and  the  ability  of  his  friends.  You 
may  remember  also  how  those  friends  failed  him  en¬ 
tirely  in  his  hour  of  need,  and  left  him  practically 
penniless,  a  shining  example  of  the  fate  that  is  likely 
to  befall  anyone  who  endorses  notes  for  friends,  for 
large  amounts. 

There  is  no  good  reason  why  you  should  endorse 
notes  for  large  amounts. 

The  person  who  offers  such  a  note  should  he  able  to 
make  arrangements  through  his  bank,  or  through  the  de¬ 
posit  of  collateral,  or  some  form  of  security,  for  the 
loan  that  he  desires.  There  is  no  reason  why  you 
should  risk  your  money. 

Thousands  of  people  have  lost  heavily  because  they 
endorsed  notes. 


Demand  Security 

When  you  lend  money  you  are  entitled  to  a  guarantee 
in  the  form  of  an  endorsement,  or  to  security  of  some 
form.  This  security  may  be  a  deposit  of  something  of 
actual  value,  or  the  giving  of  a  mortgage.  Without 
security  you  may  lose  all  the  money  you  invest. 
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Buy  by  Partial  Payment 

Certain  financial  companies  arrange  to  sell  securities 
on  what  is  known  at  the  Partial  Payment  Plan.  By 
this  plan  you  are  able  to  purchase  a  much  larger  number 
of  shares  in  securities  than  you  can  purchase  if  you 
are  obliged  to  make  immediate  payment. 

This  gives  you  the  advantage  of  being  able  to  pur¬ 
chase  investments  at  advantageous  times,  without  im¬ 
mediately  investing  a  large  sum  of  money. 

It  gives  you  the  disadvantage  of  contracting  a  debt 
that  you  are  obliged  to  pay. 

You  will  do  well  to  save  your  money  in  advance 
rather  than  to  contract  to  spend  it  before  you  really 
have  it. 

If  the  partial  payment  plan  leads  you  to  the  purchase 
of  securities  that  decline  in  value  before  you  complete 
your  payment,  you  will  greatly  regret  your  bargain, 
and  may  be  led  to  make  great  sacrifices  in  order  to  pro¬ 
tect  yourself  further. 

The  plan  has  all  the  advantages  and  all  the  disad¬ 
vantages  that  come  with  buying  anything  on  the  in¬ 
stallment  plan. 

If  you  are  certain  that  you  really  desire  an  invest¬ 
ment,  and  that  you  will  never  regret  having  made  it,  it 
is  just  as  wise  to  buy  stocks  or  bonds  on  the  install¬ 
ment  plan  as  it  is  to  buy  a  life  insurance  endowment 
policy,  or  to  buy  a  house  and  lot  on  the  installment 
plan. 

On  the  other  hand,  if  you  invest  in  accordance  with 
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a  partial  payment  plan  carelessly;  if  you  contract  for 
larger  payments  than  you  are  able  to  maintain ;  or  if 
your  broker  should  suddenly  demand  increased  pay¬ 
ments  from  you, — as  he  has  the  right  to  do, — or 
if  he  should  fail  in  business  and  leave  you  in  the  same 
position  that  he  would  leave  his  other  creditors, —  you 
would  seriously  regret  having  had  anything  to  do 
with  the  partial  payment  plan. 

The  old  fashioned  adage:  “Pay  for  what  you  get,” 
is  especially  applicable. 
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